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QDPHO\ W 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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 0RQRSRO\RQHWUDGLWLRQDOILUP/ RQWKHPDUNHWORFDWHGDW  /\ 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&OHDUO\ SULFHV DUH UHODWHG WR WKH YDULDEOHV RI WKHPRGHO LQ WKH IROORZLQJZD\ D SULFHV DUHLQFUHDVLQJZLWK FRVWV E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DOO SULFHV GHFOLQHZKHQ WKH VL]H RI WKHZHDNPDUNHW LV ODUJHZLWK
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LL/L L/LNL FSSS ¹̧·©̈§ ¦    PD[ VP 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ZKHUH  N 5%\V\PPHWU\ L5L/ SS  DQGKHQFH
V LL/ FS  
&RQVHTXHQWO\WKH,&FRQVWUDLQWLVVDWLVILHGZKHQ
 XXUFF    
&RQGLWLRQLVVDWLVILHGZKHQFRVWVDUHQRWWRRGLIIHUHQWDQGZKHQZHDNDQGVWURQJPDUNHWVDUHVXIILFLHQWO\GLIIHUHQWLDWHG,WLVZRUWKQRWLQJ WKDWLI  XXFF ! WKHQIRUDILUP LW LVEHWWHUWRRQO\SURGXFHTXDOLW\ T DVWKHFRVWVWRSURGXFH T DUHKLJKHU WKDQ WKH
 7KLVUHVXOWLVQRWVSHFLILFIRUWKHGXRSRO\FDVHDQGLWDOVRKROGVIRUWKHPRQRSRO\FDVH

DGYDQWDJHVFRPLQJIURPWKHRSSRUWXQLW\RIFKDUJLQJGLIIHUHQWSULFHV&RQVHTXHQWO\ZHDVVXPHWKDW FRQGLWLRQ  LV DOZD\V VDWLVILHG DQG KHQFH ,& LV QHYHU ELQGLQJ LQ WKH GXRSRO\ FDVH,QWXLWLYHO\FRPSHWLWLRQLVHQRXJKWRUHGXFHSULFHVLQWKHVWURQJPDUNHWPRUHWKDQLQWKHZHDNPDUNHW ,Q WKHQH[W VHFWLRQZHZLOO VKRZ WKDW WKLV LV DOVR WKH VDPH IRU WKH DV\PPHWULF FDVHZKHUHWKHFRPSHWLWLRQLQWURGXFHGE\DORZTXDOLW\SURGXFWLVHQRXJKWROLPLWWKHSULFHVLQWKHVWURQJPDUNHW
$V\PPHWULFGXRSRO\
,QWKHDV\PPHWULFGXRSRO\FDVHZHDVVXPHWKDWWKHUHLVDWUDGLWLRQDOILUP/ORFDWHGDWDQGDORZFRVW ILUP6 ORFDWHGDW7KH ORZFRVW ILUPKDV D FRPSHWLWLYH DGYDQWDJH LQ FRVWV EXW LWFDQQRWSURYLGHWKHIXOOUDQJHRISURGXFWVTXDOLW\ T $VLQWKHSUHYLRXVFDVHZHVWDUWE\DVVXPLQJWKDW,&LVQRWELQGLQJDQGWKHQZHFKHFNZKHWKHUWKLVLVLQGHHGWKHFDVH$VRQHZLOOVHHZKHQILUP 6 VHOOVLQWKHVWURQJPDUNHW ,&LVDOZD\VVODFN'HSHQGLQJRQWKHOHYHORIYHUWLFDOKHWHURJHQHLW\ 6 PD\RUPD\QRWEHDEOHWRVHOORQWKHVWURQJPDUNHWRUQRW:HZLOO IRFXVRQ WKHILUVWFDVH :HNQRZ WKDW ILUP 6 DV LWFDQQRW SURYLGH D KLJK TXDOLW\ SURGXFW IRU W\SH W  RIIHUV WKH VDPH TXDOLW\ SURGXFW IRU ERWKPDUNHWVZKLFKFRUUHVSRQGVWR T +HQFHILUP6 KDVRQO\WRFKRRVHDXQLTXHSULFHIRUWKHVDPHSURGXFWRIIHUHGWRFRQVXPHUVRIERWKWKHZHDNDQGVWURQJPDUNHW7KHRSWLPLVDWLRQSUREOHPRIILUP6 LVDVIROORZV
      PD[ FSUSSFSSS 66/66/ ¹̧·©̈§ ¹̧·©̈§  VPVP  
1RWHWKDWWKHSULFHFKDUJHGE\ILUP6 LQWKHVWURQJPDUNHWLV 6S EXWLWLVSHUFHLYHGDV US 6  DVLWLVDGMXVWHGIRUWKHH[SHFWHGTXDOLW\ T 7KHVROXWLRQWRWKHPD[LPLVDWLRQSUREOHPLV
   USSFS //6    PPV  
8VLQJZHREWDLQ

VZ   FS 6  VZ   FFS /    VZ   UFFS /  
ZKHUH   UFF    PPZ 
)URPHTXDWLRQZHKDYHWKDW  UFFSS //    7KLVLVWKHVDPHUHVXOWDVIRUWKHGXRSRO\ FDVH 8QGHU FRQGLWLRQ  WKH LQFHQWLYH FRPSDWLELOLW\ FRQVWUDLQW LV QRW ELQGLQJ0RUHRYHU LW LVZRUWKPHQWLRQLQJ WKDW WKLV UHVXOW GRHV QRW UHTXLUH WKDW  FF d  DQG KHQFH LWUHIHUVWRHDFKVLWXDWLRQZKHUHWKHUHLVDV\PPHWULFFRPSHWLWLRQDQGQRWRQO\WRWKRVHVLWXDWLRQVZKHUH WKH WUDGLWLRQDO SOD\HU FRPSHWHV ZLWK DQ RSSRQHQW FKDUDFWHULVHG E\ D FRPSHWLWLYHDGYDQWDJHLQFRVWV,WLVLQWHUHVWLQJWRDQDO\VHZKDWKDSSHQVWRWKHPDUNHWVKDUHVRI 6 LQWKHWZRPDUNHWV
     VZP     FFSS'06 /666         VZP     FUFSS'06 /666  
,Q )LJXUH  ZH SORW WKH JUDSK RI WKH PDUNHW VKDUH 606 DQG 606 DV D IXQFWLRQ RI WKHZLOOLQJQHVV WR SD\ UDWLR   WW IRU  V VPRRWK OLQHV  VSRWWHG OLQHV DVVXPLQJ WKDW
LLL XW   LLL XF     XF    P DQG   W 7KHKRUL]RQWDOD[LVLVWKHUDWLR
  WW ,I   WW LVORZWKHQWKHZHDNDQGWKHVWURQJPDUNHWDUHVWURQJO\GLIIHUHQWLDWHGDQGZKHQ
















$VD ILQDO UHPDUN LI ILUP 6 GRHVQRW VHOOSURGXFWV LQ WKHVWURQJPDUNHW ILUP / LVQRW IUHH WRFKDUJHDPRQRSRO\SULFHEHFDXVHRISRWHQWLDOFRPSHWLWLRQRIWKHSURGXFWVRIILUP 63UDFWLFDOO\ILUP/ FKDUJHVDSULFH /S WRH[FOXGHILUP6DQGKHQFH Vd USS 6/  
([WHQVLRQDQGJHQHUDORXWFRPHV
7KH SUHYLRXV VHWXS FDQ EH H[WHQGHG WR DVVHVV WKH ROLJRSRO\ PDUNHW VWUXFWXUH 2QH RI WKHSRVVLEOHROLJRSRO\VLWXDWLRQVLVWKHFDVHRIWKUHHILUPVQDPHO\WZRWUDGLWLRQDOILUPVORFDWHGDWWKHH[WUHPHVRI WKHXQLWDU\VHJPHQW / DQG5 DQGRQH ORZFRVW ILUP0 LQ WKHFHQWUH:KHQORZFRVWILUPVKDYHDSRVLWLYHPDUNHWVKDUHLHWKHYHUWLFDOGLIIHUHQWLDWLRQLVQRWWRRKLJKWKHUHVXOWVDUHVLPLODUWRWKHSUHYLRXVRQHVVZ a  FS 0DQG VZ a   FFSS 5/    VZ a   UFFSS 5/  ZKHUH   UFF    PPZ 
7KHHTXDWLRQWRGLIIHURQO\IRUWKHWHUP a VV  7KHUHIRUHSULFHVDUHORZHUWKDQDV\PPHWULF GXRSRO\ DV WKH ILUPV FDQ DVVHUW OHVV PRQRSRO\ SRZHU ORZHU KRUL]RQWDOGLIIHUHQWLDWLRQ0RUHRYHU D VWURQJPDUNHW SULFH LQ ROLJRSRO\ HTXDOV WKH SULFH LQ V\PPHWULF

GXRSRO\ ZKHQ WKHUH LV VWURQJ YHUWLFDO GLIIHUHQWLDWLRQ +RZHYHU WKHUH DUH QR FDVHV ZKHUHROLJRSROLVWLFSULFHVDUHKLJKHUWKDQGXRSROLVWLFSULFHV
,QRUGHUWRKLJKOLJKWWKHOLQNEHWZHHQWKHWKHRUHWLFDOPRGHODQG WKHHPSLULFDOUHVXOWVLQWKHQH[WVHFWLRQZHSUHVHQWDVKRUWVXPPDU\RIWKHPDLQRXWFRPHVIURPWKHSUHYLRXVVHFWLRQV7DEOHUHSRUWVWKHSULFHVSHUPDUNHWVWUXFWXUHDQGVHJPHQW7DEOH3ULFHVSHUPDUNHWVWUXFWXUHDQGVHJPHQW0DUNHWVWUXFWXUH (FRQRP\3ULFH3 %XVLQHVV3ULFH30RQRSRO\   ¸̧¹·¨̈©§  PPV  XFSPRQ/ USS PRQ/PRQ/  6\PPHWULF'XRSRO\ V   FSS V\P5V\P/ V   FSS V\P5V\P/$V\PPHWULF'XRSRO\ VZ   FSDV\6 VZ   FFSDV\/   VZ   UFFSDV\/$V\PPHWULFROLJRSRO\ VZ a  FSRO\0 VZ a   FFSS RO\5RO\/   VZ a   UFFSS RO\5RO\/ZKHUH   UFF    PPZ
7KHIROORZLQJLQHTXLWLHVKROG :HDNPDUNHW PRQ/V\P/DV\/RO\/ SSSS     6WURQJPDUNHW PRQ/DV\/V\P/RO\/ SSSS    8VLQJHTXDWLRQDQG   UFF    PPZ ZHKDYHWKDW
 FUF dd Z  &RPELQLQJ  ZLWK WKH DVVXPSWLRQ WKDW F LV QRW WRR VPDOO ZH FDQ SURYH WKH ILUVW WZRLQHTXDOLWLHVRIHTXDWLRQV DQG  ,QRUGHU WRSURYH WKH ODVW LQHTXDOLWLHVZH UHTXLUH WKHDVVXPSWLRQ RI IXOO FRYHUDJH RI WKH VWURQJ PDUNHW LQ WKH PRQRSRO\ FDVH 6HFWLRQ  7KLVPHDQVWKDW Vt PRQ/SX  RUDIWHUVXEVWLWXWLQJIRU PRQ/S 
VPPt  FX  

8VLQJFRQGLWLRQDQGWKHUHVXOWVFDQEHHDVLO\SURYHG)LQDOO\ ZH KDYH VKRZQ WKDW WKH LQFHQWLYH FRPSDWLELOLW\ FRQVWUDLQW LV ELQGLQJ RQO\ IRU WKHPRQRSRO\FDVH,QWKHRWKHUPDUNHWVWUXFWXUHVWKHUHOD[HGRSWLPLVDWLRQSUREOHPSURYHGWKDWWKH,&LVQHYHUELQGLQJ0RUHRYHUZHVKRZHGWKDWWKHLQFHQWLYHFRPSDWLELOLW\FRQVWUDLQWLVQHYHUELQGLQJ LI FRQGLWLRQ 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3URXVVDORJORX DQG .RSSHOPDQ  KXE GRPLQDQFH  /LMHVHQ1LMNDPS DQG 5LHWYHOG  DQG FRPSHWLWLRQ IURP RWKHU PRGHV RI WUDQVSRUWDWLRQ 9RZOHVPRGHOOHGWKHDLUIDUHVDVGHSHQGLQJRQJHRJUDSKLFDOIDFWRUVVXFKDVDLUGLVWDQFHIURPWKHWZRWUDYHOSRLQWVRUPDUNHWGRPLQDQFHDQGVSHFLILFDOO\RQWKHUROHRIORZIDUHFDUULHUV6LPLODUWRWKHDSSURDFKRI9RZOHVZHPRGHOWKHDLUIDUHVDVGHSHQGLQJRQJHRJUDSKLFDOIDFWRUVGHPDQGIDFWRUVDQGPDUNHWFRPSHWLWLRQ,QSDUWLFXODUWKHPDUNHWFRPSHWLWLRQKDVEHHQDQDO\VHGLQWZRPRGHV WKH FRPSHWLWLRQ DPRQJ )6&V DQG WKH FRPSHWLWLRQ ZLWK /&&V 7KLV GLVWLQFWLRQ LVQHFHVVDU\WRGHWHFWWKHSRVVLEOHGLIIHUHQFHVEHWZHHQ/&&DQG)6&LPSDFWRQWKHDLUIDUHV7KHIROORZLQJYDULDEOHVKDVEHHQFRQVLGHUHG ',67WKHDLUGLVWDQFHIURPWKHRULJLQWRWKHGHVWLQDWLRQUHSUHVHQWVDQDSSUR[LPDWLRQRIWKHFDUULHURSHUDWLRQFRVWV:HH[SHFWWKDWWKHUHLVDSRVLWLYHLPSDFWRIWKHGLVWDQFHPHDVXUHGLQNLORPHWUHVRQDLUIDUHV DV DQ\DGGLWLRQDONLORPHWUH WKDWDQ DLUFUDIW IOLHV LV UHIOHFWHG LQ

DGGLWLRQDOFRVWVIRUWKHFDUULHU'DWDRQWKHGLVWDQFHDUHFROOHFWHGIURPWKH2IILFLDO$LUOLQH*XLGH *'3 *URVV GRPHVWLF SURGXFW SHU FDSLWD RI WKH GHSDUWXUH DLUSRUW FDWFKPHQW¶V DUHD LV DQLQGLFDWLRQRIWKHSDVVHQJHULQFRPHDQGFDQWKHUHIRUHSURYLGHLQIRUPDWLRQRIWKHSDVVHQJHU¶ZLOOLQJQHVV WR SD\ 7KH DYHUDJH JURVV GRPHVWLF SURGXFW SHU LQKDELWDQW LQ WKRXVDQGV RI(XUR RI WKH ,WDOLDQ UHJLRQZKHUH WKH RULJLQ DLUSRUW LV ORFDWHG KDV EHHQ LQFOXGHG LQ WKLVDQDO\VLV7KHVRXUFHLVWKH(85(*,2GDWDEDVH + WKH +HUILQGDO+LUVKPDQ LQGH[ LV D ZLGHO\ DFFHSWHG LQGLFDWRU IRU FRQFHQWUDWLRQ RQ DPDUNHW7KHLQGH[LVGHILQHGDV
 ¸̧¹·¨̈©§ ¦¦ M MM M [[+  ZKHUH M[ LVGHILQHGDV WKHRXWSXW VROGE\FRPSDQ\ M  DQG WKHVXPH[WHQGVRYHUDOO WKH)6&V RSHUDWLQJ LQ WKH PDUNHW ,Q WKH DLUOLQH LQGXVWU\ WKH RXWSXW FDQ EH WKH QXPEHU RISDVVHQJHUVRU UHYHQXHV WKDWDUHJHQHUDWHGRQ D URXWH7KRVH GDWD DUH QRW DYDLODEOH DW WKHURXWHOHYHODQGWKHUHIRUHWKHZHHNO\IOLJKWIUHTXHQF\KDVEHHQDGRSWHGDVRXWSXWLQGLFDWRU:HOLPLWWKH+ FDOFXODWLRQWRQRVWRSIUHTXHQFLHV7KLVFKRLFHKDVQRVHYHUHFRQVHTXHQFHVIRUWKHUHVXOWVDVWKHPDUNHWVKDUHVRILQGLUHFWFDUULHUVDUHOLPLWHGWRDPD[LPXPRIIRUDOOWKHVHOHFWHGPDUNHWV7KH+ LQGH[FDQUDQJHIURPWR,WHTXDOVZKHQWKHUHLVRQO\RQH PRQRSROLVWLF ILUP LQ WKH PDUNHW DQG LW WHQGV WR ]HUR ZKHQ WKH QXPEHU RI ILUPVEHFRPHVODUJH7KH+ LQGH[LVFDOFXODWHGIRU)6&VRQO\DVZHKDYHGHFLGHGWRFDSWXUHWKHLPSDFWRI/&&VE\DGLIIHUHQWYDULDEOH7KHUHIRUHWKLVIRUPXODWLRQRIWKH + LQGH[FDQEHFRQVLGHUHGDVDPHDVXUHRIPDUNHWFRQFHQWUDWLRQRIWKH)6& /& WKH/&&GXPP\YDULDEOHLVHTXDOWR ZKHQWKHUHLVDWOHDVWRQH/&&RQWKHPDUNHWDQGRWKHUZLVH ,W FDQEHXVHG WRGLUHFWO\ WHVW WKHK\SRWKHVLVRI LQWHUGHSHQGHQF\DPRQJPDUNHWV ,Q IDFW XQGHU WKLV DVVXPSWLRQ WKH LPSDFW RI D ORZ FRVW HQWU\ LV VLJQLILFDQW RQHFRQRP\DQGEXVLQHVVDLUIDUHV:LWKLQWKHVDPSOHZHKDYHFLW\SDLUVZLWKWKHIROORZLQJ/&&V 5\DQDLU (DV\-HW %DVLTDLU 9RODUH :HE %ULWLVK 0LGODQG $LU %HUOLQ 9LUJLQ([SUHVV+DSDJ/OR\G([SUHVV

5HVXOWV7KHGDWDEDVH SUHVHQWHG DERYH KDV EHHQ XVHG DV LQSXW IRU HVWLPDWLQJ DQ DYLDWLRQ FRPSHWLWLRQPRGHO7KHHFRQRPHWULFPRGHOLVVSHFLILHGDVIROORZV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ZKHUH*'3 DQG',67 DUHLQFOXGHGDVGLIIHUHQFHIURPWKHLUPHDQV7KH+ LQGH[WDNHVWKHIRUPRI  +  LQ RUGHU WR LPSURYH WKH UHVXOW LQWHUSUHWDWLRQ LH LQ WKH FDVH RI PRQRSROLVWLFVLWXDWLRQ LWV LPSDFW RQ WKH GHSHQGHQW YDULDEOH )$5( LV QXOO DQG WKH FRQVWDQW UHSUHVHQWV WKHPRQRSROLVWLF DYHUDJH SULFH ,Q DQ\ RWKHU VLWXDWLRQ  + LV D PHDVXUH RI WKH VWUHQJWK RIFRPSHWLWLRQ(TXDWLRQDOVRLQFOXGHVWKHWHUP  /&+ WRLQFOXGHWKHLQWHUDFWLRQEHWZHHQWKH)6&DQGWKH/&&7KHPRGHO KDV EHHQ HVWLPDWHG IRU WKH  LGHQWLILHG FOXVWHUV E\ 2/6 7KH HVWLPDWLRQUHVXOWVDUHUHSRUWHGLQ7DEOH7DEOH5HJUHVVLRQUHVXOWVIRU)$5(
7\SHRIIDUH &2167 *'3 ',67 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 /& +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 QRWVLJQLILFDQWO\GLIIHUHQWWR]HURDWRIFRQILGHQFH
 3UHYLRXVUHVHDUFKHUVKDGHVWLPDWLHGDVLPLODUOLQHDUDQGORJPRGHOXVLQJDVWKHGHSHQGHQWYDULDEOHWKHDYHUDJHIDUHVRIDOOVXEFODVVHV6HHHJ%UDQGHUDQG=KDQJ

$OOFRHIILFLHQWVKDYHWKHH[SHFWHGVLJQDQGDUHVLJQLILFDQWDWZLWKWKHH[FHSWLRQRIWKH LQWHUDFWLRQ HIIHFW  /&+ LQ WKH ILUVW DQG VHYHQWK OLQH 7KH ILUVW FROXPQ &2167FDSWXUHVWKHDYHUDJHIDUHWKDWDFXVWRPHUSD\VZKHQWKHUHDUHQHLWKHUORZ/&&VQRURWKHU)6&VRQ WKHPDUNHW $VPHQWLRQHG EHIRUH LQ WKLV FDVH ERWK  + DQG /& DUH HTXDO WR  )RULQVWDQFH LQ WKH PRQRSRO\ FDVH WKH 3URPRWLRQDO IDUH HTXDOV RQ DYHUDJH ¼ DQG WKH'LVFRXQWHG LVRQDYHUDJH¼7KHVHFRQGDQG WKLUGFROXPQV ',67 DQG*'3FDSWXUH WKHLPSDFW RI WKH GLVWDQFH DQG LQFRPH RQ WKH IDUHV 7KH FRHIILFLHQW YDOXHV RI ',67 LQFUHDVHPRYLQJ IURP WKH3URPRWLRQDO  WR8QUHVWULFWHG 7KLV LQGLFDWHV WKDW FDUULHUV VHWWKHLUIDUHVLQWKHZHDNHUPDUNHWVZLWKOHVVUHJDUGWRFRVWVDQGLQWKHVWURQJHUPDUNHWVIRFXVLQJRQ FRVWV )RU LQVWDQFH LI WKH GHVWLQDWLRQ LV  NLORPHWUHV IXUWKHU WKDQ WKH DYHUDJH GLVWDQFHWKHQWKHDYHUDJH3URPRWLRQDO IDUHLQFUHDVHVE\RQO\¼DQGWKH8QUHVWULFWHG IDUHE\¼7KH ODWWHU IDUH FOXVWHU GHVHUYHV SDUWLFXODU FRQVLGHUDWLRQ 7KH HVWLPDWLRQ LQ 7DEOH VKRZV DQ H[SODQDWRU\ SRZHU RI ',67 WKDW GRPLQDWHV WKH FRPPHUFLDO DVSHFW RI *'3 DQGFRPSHWLWLRQYDULDEOHV7KLVLVGXHWRWKHIDFWWKDWFDUULHUVXVXDOO\DQFKRUSULFHVRI8QUHVWULFWHGWR WKH ,$7$ SXEOLVKHG IDUHV ,Q RUGHU WR FRQWURO WKH ,$7$ HIIHFW DQG FDSWXUH WKH UHDOGHWHUPLQDQWV ZH KDYH HVWLPDWHG D GLIIHUHQW VSHFLILFDWLRQ RI HTXDWLRQ  7KH GHSHQGHQWYDULDEOHLVWKHGLIIHUHQFHEHWZHHQWKHRIILFLDO,$7$IDUHVDQGWKHIDUHVRI8QUHVWULFWHG DQGWKHUHJUHVVLRQYDULDEOHVDUHWKHVDPHDVWKRVHRIWKHSUHYLRXVHVWLPDWLRQV7KHHVWLPDWLRQSUHVHQWHGLQ HTXDWLRQ  DSSHDUV WR EH SUHIHUUHG ERWK LQ WHUPV RI GLDJQRVWLF UHVXOWV DQG SDUDPHWHULQWHUSUHWDELOLW\5VTXDUHG WYDOXHEHORZWKHFRHIILFLHQWV
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7KH FRQVWDQW RI HTXDWLRQ  LV GHWHUPLQHG DV WKH DYHUDJH RI ,$7$ IDUHV SOXV WKHFRQVWDQWRIWKHQHZHVWLPDWLRQ7DEOHVKRZVWKDW*'3DVGLIIHUHQFHVIURPLWVDYHUDJHKDVDSRVLWLYHLPSDFWRQSULFHOHYHOV ,QGHHG WKH FRHIILFLHQWYDOXHV UDQJH IURP IRU WKH 3URPRWLRQDO IDUH WR IRU WKH8QUHVWULFWHG IDUH7KLVLQGLFDWHVWKDWLIWKHUHJLRQDO*'3SHUFDSLWDRIWKHGHSDUWXUHDLUSRUWLV
 7KH IDUHV RI ,QWHUQDWLRQDO $LU 7UDQVSRUW $VVRFLDWLRQ ZHUHGHWHUPLQHG DW DQ HDUOLHU VWDJH WKDQ WKH(XURSHDQ PDUNHW GHUHJXODWLRQE\ D PXOWLODWHUDO DJUHHPHQW EDVHG RQ WKH DLU GLVWDQFH EHWZHHQ WKH WZRWUDYHOSRLQWV 7KRVHIDUHVDUHXSGDWHGDQQXDO\E\WKHZRUOG,$7$FRQJUHVV

¼ KLJKHU WKDQ ,WDOLDQ *'3 WKH IDUHV DUH ¼ IRU WKH 3URPRWLRQDO FODVV RU ¼ IRU8QUHVWULFWHGKLJKHUWKDQWKHDYHUDJH7KH IRXUWK FROXPQ SUHVHQWV WKH FRHIILFLHQWV IRU  +  7KH QHJDWLYH VLJQ RI DOOFRHIILFLHQWVLQGLFDWHVWKDWLIWKHPDUNHWLVOHVVFRQFHQWUDWHGORZHUGHJUHHRIFRPSHWLWLRQWKHQWKHRYHUDOOIDUHOHYHOVGHFUHDVH$OWHUQDWLYHO\ZHFDQVD\WKDWZKHQWKHUHLVRQO\RQHFDUULHULQWKHPDUNHWLWFDQVHWDIDUHSUHPLXP:KHQDVHFRQG)6&HQWHUVWKHURXWHWKHIDUHVUHGXFWLRQLVRQDYHUDJHDURXQG¼IRUWKH3URPRWLRQDO IDUHIURP¼WR¼WRIRU'LVFRXQWHG DQG(FRQRP\¼IRUWKH8QUHVWULFWHG ¼IRU 8QUHVWULFWHGDQG¼IRU 8QUHVWULFWHG7KH8QUHVWULFWHG IDUHV VKRZ WKH KLJKHVW LPSDFW 7KRVH DUH WKH EXVLQHVVUHODWHG FODVV ZKHUHSDVVHQJHUV DUH OHVV SULFHHODVWLF :H LQWHUSUHW WKLV UHVXOW DV SURRI WKDW FDUULHUV FDQ H[HUWPRQRSRO\SRZHU7KH ILIWK FROXPQ UHSUHVHQWV WKH FRHIILFLHQWV RI WKH GXPP\ /& ZKLFK DUH DOO QRWVLJQLILFDQWO\ GLIIHUHQW IURP ]HUR ZLWK QHJDWLYH VLJQ 7KHLU YDOXHV UDQJH IURP ± ¼ IRU WKHSURPRWLRQDOXSWR±¼IRUWKH8QUHVWULFWHG ZLWKDQDYHUDJHRIDERXW± ¼ 7KHLPSDFWRI/&& HQWUDQFH FDQ EH ILQDOO\ GHWHUPLQHG E\ DOVR FRQVLGHULQJ WKH LQWHUDFWLYH IDFWRU VL[WKFROXPQ,QIDFWRQO\LQWKHFDVHZKHUHWKH/&&HQWHUVDPRQRSROLVWLFPDUNHWWKHLQWHUDFWLYHHIIHFWLVQXOOGRHVWKH/&FRHIILFLHQWUHSUHVHQWWKHDLUIDUHVUHGXFWLRQRIWKH)6&,QWKHFDVHRIV\PPHWULFGXRSRO\WZR)6&VDUHSUHVHQW LQWKHPDUNHW WKH/&&LPSDFWLVHTXDO WRWKH/&FRHIILFLHQWVPLQXVWKHLQWHUDFWLYHFRHIILFLHQWVGLYLGHGE\ 7KHDYHUDJHIDUHVIRUHFDVWE\WKHHPSLULFDOPRGHODUHSUHVHQWHGDQGFRPSDUHGLQ7DEOH SHU FODVV DQG PDUNHW VWUXFWXUH PRQRSROLVWLF PDUNHW RQH )6& V\PPHWULF GXRSRO\ WZR)6&VDV\PPHWULFGXRSRO\RQH)6&DQGRQH/&&DQGDV\PPHWULFROLJRSRO\WZR)6&VDQGRQH/&&7DEOH$YHUDJH IDUHV>¼@SHUFODVVRIVHUYLFHDQGGLIIHUHQWPDUNHWVWUXFWXUHV&ODVVRIVHUYLFH 0RQRSRO\ 6\PPHWULFGXRSRO\ $V\PPHWULFGXRSRO\ $V\PPHWULFROLJRSRO\3URPRWLRQDO    'LVFRXQWHG    'LVFRXQWHG    (FRQRP\    (FRQRP\    8QUHVWULFWHG    8QUHVWULFWHG    
 ,QWKHFDVHRIDV\PPHWULFROLJRSRO\ZHDVVXPHWKDW+LVHTXDOWRDQG/& VRWKHLQWHUDFWLYHHIIHFWLV

8QUHVWULFWHG    













7KLV UHVXOW FRUURERUDWHV WKH WKHRUHWLFDO DVVXPSWLRQ RI PDUNHW LQWHUGHSHQGHQFH EHWZHHQ WKHZHDNDQGWKHVWURQJPDUNHW ,QGHHGWKHHQWUDQFHRI/&&LPSDFWVWKHSULFHOHYHOVRIERWKWKHEXVLQHVVDQGWKHOHLVXUHVHJPHQWHYHQWKRXJKWWKH/&&VGRQRWRIIHUDIXOOEXVLQHVVVHUYLFH $VD ILQDO UHPDUN LW LVZRUWKQRWLQJ WKDW WKH LQWHUGHSHQGHQF\RIPDUNHWVGLUHFWO\ UHIOHFWVRQ WKH

LQWHUQDORUJDQLVDWLRQRI WKHPDUNHWLQJGLYLVLRQ ,Q D FRQWH[WRI FRPSHWLWLRQDPRQJ)6&V WKHDVVXPSWLRQRILQWHUGHSHQGHQF\RUVHSDUDWLRQDPRQJPDUNHWVGRHVQRWPDNHDQ\GLIIHUHQFHDV,&LVQRWELQGLQJ2QWKHRWKHUKDQGZKHQZHDQDO\VHDQDV\PPHWULFFRQWH[WHYHQLI,&LVQRWELQGLQJ SULFLQJ VWUDWHJLHV RQ WKH EXVLQHVVPDUNHW DQG RQ WKH OHLVXUHPDUNHW KDYH WR EH FRRUGLQDWHG)URPDQRUJDQLVDWLRQDOSHUVSHFWLYH WKHFDUULH UVFDQKDYH WHDPXQLWVGHYRWHG WR WKHOHLVXUHDQGEXVLQHVVPDUNHWVHSDUDWHO\ZKLFKLQWKHFDVHRI/&&FRPSHWLWLRQWKHVHXQLWVKDYHWRFRRUGLQDWHWKHLUPDUNHWLQJDFWLRQV7KHVHUHVXOWVDOVRVXJJHVWDGLIIHUHQWLQWHUSUHWDWLRQRIWKHUHGXFWLRQRISULFHVLQWKHEXVLQHVVVHJPHQW HYHQ LI LW LV UXOHG RXW IURP WKH WKHRUHWLFDO PRGHO 7 UDGLWLRQDO FDUULHUV RQFH WKH\REVHUYHWKDW WKH\DUH ORVLQJ WUDIILFRQ WKH OHLVXUH PDUNHWDUHREOLJHG WRUHGXFH WKHLU IDUHVRQWKDWPDUNHW EXWWKH\DOVRQHHGWRFKDQJHDOORWKHUIDUHVLQRUGHUWRPDLQWDLQWKHULJKW³EX\XS´WRVDWLVI\WKHLQFHQWLYHFRPSDWLELOLW\FRQVWUDLQW
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